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Dear Mr. Podesta:

The General Accounting Office surveyed the Economic
Development Administration's (EDA) funded industrial park
projects in the Commonwealth of Kentucky. We identified 46
sites relating to industrial parks in the Commonwealth. We
also surveyed two EDA economic development districts in
Kentucky.

i

We visited the former Huntington Regional Office, two
economic developuwent districts, and various industyial sites
in the Commonwealth. Although our survey was limited in scopa,
we have some observations on two aveas which we are reporting
for your consideration.

NEED TO CLARIFY INDUSTRIAL PARK PROJECTS

Tha EDA Huntington Regional Qffice did not have an
inventory of industrial parks in its regilon nor did it have
records concerning the parks' development or occupancy. We
obtained an inventory of the Huntington vegion's industrial
parks at EDA headquarxters but the inventory was incomplete
and inacecurats.

An EDA official informed us that a complete and accurate
inventory of industrial parks is difficult to obtain because
EDA classifies its projects according to their primary purpose
and many projects are multi-purpose in nature. If the induse
trial park is not the primary purpose of the project, it is
not classified as an industrial park.

We visited 17 industrial park sites where the site was
used by the applicant as justification for applying for EDA
publiec works grants. Most of the grants were for water or
sewage systems to scrvice the site rather than for actual
site development. Of the 17 sites, seven had some site develw
opment~--such as land cleared and graded, access roads, and
utilities~-and all seven sites had at least one tenant, éAn
additional five sites had land ¢leared but no other site
development was completed or planned. The vemaining five
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sites had no site development underway and the applicants
informed us that no site dovelopment wae planned.

For exemple, one of the five undeveloped sites was a
farm field supplied with an EDA funded water systom.
Another of the five undevelepod sites was an operational
farm where the industrial foundat:zon no longer held the
option to acquire the land. EDA funded a water line to
the site.

An EDA official informed us that many of the industrial
parks in Kentueky that he was famliar with, which were used
as justif:cation for EDA projects, were undeVQIOpOd gites,
and, in some instances, farm pasture land. [a said he
believed that, in some cases, a local community would obtain
an option on a site, with no intention of developing the site
as an industyial park, in order to justify an EDA funded water
or sewage project which the community needed.

Section 101{a)(A)(iii) of the Public Works and Economic
Davelopment Act of 1965, as amended=wknown as the poor
clause—~-appears to authorize EDA to finance projects whach
have no economic¢ impact but primarily aid the poor of the
communiaty. An EDA official in Huntington told us that the '
Regional Director would not approve projects justified
solaly on the poor clause.

On the basis of evidence In the EDA {ile, five communities
with undeveloped industrial sites indicated that the water and
sewage projects were designed to serve community residents as
well as the industrial sites, We believe that these needed
water and sewage projects-wand possibly projects at other
undeveloped sites--tould have been funded under the poor clause
rather than on the basigs of the economic impact to.be ¢reated
by the industrial parks.

It appears that the Director's practice of mot approving
projects justified on the poor clause may have resulted in
communitics using industrial park justification as 4 subtore
fuge to obtain needed water or sewage systems. Such a
practice_appears to be unnecessary because the needed water
and sewaga systems are eligible for EDA assistance under
section 101(a)(A){(1ii) of the Publie Wbrks and Economi¢ Devele
opment Act of 1965, as amended.

We believe that the Director's practice hampers EDA in
obtaining an accurate inventory of industrial parks. We
balieve an accurate inventory of industyial parks and the
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obtaining of information relating to the parls' development
would be helpful to EDA management. Such ainformation would
enable EDA to identlfy those communities in further need of
assistance in developing the park and would enable manage-
ment to evaluate the effectiveness of EDA's efforts in
finaneing industrial park projects.

ECOMMIC PLANNING CQUID BE IMPROVED IN THE
LINCOLN TRAIL ECONOMIC DEVELOPMENT DISTRICT

The Lincolm Trail sconomic development district (EDD)
in Kentucky was designated by EDA as an EDD in May 1969,
EDA Funded 57 percent of the Lincoln Trail's fiscal year
1972 administrative budget, These funds were provided for
the professional staff to prepare an Economle Development
Program for the Distriect and to establish goals and develop-
ment priorities for projects desighed to alleviate persistent
unemployment and underemployment in economically distressed
areas and regious.

At the time of our visit in January 1972, Lincoln
Trail had eight permanent planning committees. Three of
the eight committees, although partlicipating in district=
wide planning were not involved with economic development
planning. The Crime Council had a fulletime director and
was developlng a regional jail plan} the Transportation
Committee had developed a repional adrport facilities plan}
and the Urban Services Committee was involved with detere
mining regional housing needs, The remaining filve
committees appeared to be relatively inactive,

The second stage overall economic development program
dated March 31, 1570, for the distriet identafied the goals
and problems of transportation, crime, community services,
and touricm and recveation. ZLancoln Trail did aot form an
industrial and business development committee until after
the second stage of the overall economic development pro-
gram was written. 4s of Januayry 1972 only three informal
dinner mentings of the committeo were held., The committee
had a chairman but no permanent membarship.

The Distriet, in addution to being an EDD, is designated
by the Commormealth as an area development district (ADD), An
ADD, like an EDD, is a multi-county arvea that has similar geoe
graphic, social, and economic characterastics. As an ADD,
Lincoln Trail is interested in more than economic development.

District officials told us that the District places its emphasis on
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area development and views its role as making the District a
nicer place to live. !
We recognize that other aspects of planning are ‘
important and necessary to districts. It seems reasonable,
however, where EDA funds over 50 percent of a district's
admlnistrative budget that more emphasis should be placed
on industrial and business development., EDA may wish to
recaphasize to the District the need for additional effost
dirvected toward the economic development of the area.

" * & *# *

We appreciate the cooperation extended to our
representatives during the survey, and we wall be pleased
to discuss our report with you or your representatives if
you so desire. We plan no further reporsiing on the matters
discussed in the report at this time; however, we would
appreciate your comments on the action taken or contemplated
on our observations.

A copy of this report is being sent to the Acting
Assistant Secretary for Administration and the Diractor,
Office of Audits, Department of Commerce.

Sinceraly yours,

Donaid C. Pullen
Assistant Digestor

Mr. Robert Podesta
Agsistant Secretary for
Economic Development
Department of Commerce
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